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West Pakistan 


The International Bank for Reconstruction and Devel- 
opment, with six private British banks participating, 
made a loan on June 2 of £5 million (equivalent to 
US$14 million) for the construction of a natural gas 
transmission line in West Pakistan. The project, based 
on the recent discovery of natural gas about 350 miles 
north of Karachi, will make the fuel available to industry 
for the first time. 


The loan was made to the Sui Gas Transmission Com- 
pany, Limited, a newly formed company in which three 
quarters of the shares will be held by private investors 
in Pakistan and the United Kingdom, and one quarter 
will be held by the Pakistan Industrial Development 
Corporation. Slightly more than one half the shares will 
be in Pakistani ownership; the Burmah Oil Company 
and the Commonwealth Development Finance Company 
of the United Kingdom will hold the remainder. 

Six of the Eastern Exchange Banks—the group with 
offices in Pakistan—have agreed to participate in the 
loan, without the International Bank’s guarantee, to the 
extent of £645,000 ($1,806,000). This represents the 
first seven maturities of the loan, falling due semiannually 
from August 1, 1956 through August 1, 1959. The par- 
ticipating banks are The Chartered Bank of India, 
Australia & China; Eastern Bank; Grindlays Bank; 
Lloyds Bank; Mercantile Bank of India; and the National 
Bank of India. 


The development of natural gas will provide Pakistan 
with an important domestic source of fuel. Pakistan has 
relatively meager supplies of coal and oil. Of its annual 
coal requirements of about 1.2 million tons, 600,000 
tons are imported; and fuel oil imports average more 
than 500,000 tons a year. By providing relatively cheap 
and abundant supplies of the new fuel, the Sui gas 
project will, in time, save large amounts of foreign ex- 
change. In the first year of operations, gas from the 
project will be equivalent in fuel value to some 500,000 
tons of coal; as plant capacity is reached, this amount 
will be tripled. 

The target date for the completion of the Sui project 
is May 1955. The total cost will be equivalent to about 
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The Bank’s loan is for 20 years, with interest at 434 
per cent per annum, including the statutory 1 per cent 
commission charged by the Bank. Amortization will 
begin August 1, 1956. The loan is guaranteed by the 
Government of Pakistan, and will be secured by a trust 
deed with Baring Brothers & Co., Limited, of London, 


as trustees. 


French West Africa 

On June 10 the International Bank made a loan of 
$7.5 million to assist a program being carried out to 
modernize the railways of French West Africa. J. P. 
Morgan & Co., Incorporated has agreed to participate 
in the loan, without the International Bank’s guarantee, 
to the extent of $609,000 covering the first two maturities 
of the loan falling due on December 1, 1956 and 
June 1, 1957. 

The loan is for 12 years and carries interest at 414 
per cent, including the statutory 1 per cent commission 
charged by the Bank. The equipment bought with the 
proceeds of the loan will be used by the French West 
African Railway Administration, which operates the 
railways under the supervision of the Central Office 
for French Overseas Railways. The Central Office is the 
borrower, and the loan is guaranteed by the Republic of 
France. 

During World War II, the railways of French West 
Africa suffered seriously from lack of replacement parts 
and could not be adequately maintained. In 1947, 
therefore, the French authorities began a long-range pro- 
gram to modernize the equipment and increase operating 
efficiency. This program is expected to cost the equi- 
valent of $90 million and to be completed in 1957. By 
the end of 1952 the equivalent of $45 million had been 
spent and about half the program completed. In the 
meantime, the volume of freight carried has risen to a 
level two-thirds greater than the prewar average. 

The Bank’s loan will provide funds for the purchase 
of 35 diesel mainline locomotives and 34 diesel switching 
engines for the two longest and most heavily used lines, 
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running from Dakar, in the territory of Senegal, into the 
Sudan, and from Abidjan, on the Ivory Coast, into the 
Upper Volta. Bids for the locomotives were solicited 
on an international basis and French suppliers were suc- 
cessful. The diesels will be cheaper to operate than the 


International Tin Agreement 

The signing by Canada of the International Tin Agree- 
ment (see this News Survey, Vol. VI, pp. 197 and 285) 
brings the total of consumers’ votes in favor of ratifica- 
tion to 261. Acceptance by nine consuming countries 
holding 333 votes is required to make the Agreement 
effective. The United Kingdom, Belgium, the Nether- 
lands, and India had agreed previously. A majority of 
producers’ votes is regarded as practically certain. The 
closing date for signatures is June 30. 
Source: The Economist, London, England, June 5, 1954. 


Europe 


U.K. Chancellor of Exchequer’s Statement on Convertibility 

In a speech before the U.K. National Production 
Advisory Council on May 28, the Chancellor of the 
Exchequer restated the Government’s attitude toward 
convertibility and made a new appeal for wage and 
dividend restraint. He said that the recent strength of 
sterling had, naturally, brought convertibility into cur- 
rent discussion again. There is need to make sure, as 
one of the conditions of convertibility, that it would be 
accompanied by a liberalization of trade. The United 
Kingdom has always attached much importance to “good 
creditor” policies by the United States, because it wants 
to see a continuing dependable balance between the 
dollar area and the rest of the world—a balance that 
does not depend on transient measures. It is necessary 
to make sure that both long-term and short-term condi- 
tions are right for convertibility, and that convertibility 
is not only a praticable move at the time it is made 
but that it is also a secure policy which can be sustained 
in the future. The Chancellor emphasized that the three 
major conditions of convertibility remain: sound finance 
within the sterling area, adequate reserves, and the 
adoption by the major countries of policies conducive 
to trade expansion. 

The Chancellor stressed the need for rapid moderniza- 
tion and expansion of U.K. productive capacity and the 
desirability of keeping prices stable in a period when 
this task is likely to become more difficult. Stability of 
prices is necessary to retain the U.K. share of world 
markets and to avoid strains and dislocations at home. 
Both sides of industry must see that increased money 
returns, either dividends or wages, 
increased output. 

The first few months of 1954 showed encouraging 
increases in production, though less coal was being pro- 
duced and more consumed than last year. Exports in 
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steam locomotives they will replace, and they can be 
expected to pay for themselves in about six years. 
Sources: International Bank for Reconstruction and De- 


velopment, Press Releases, Washington, D. C., 
June 2 and 10, 1954. 





the first four months were higher than in either the 
first or the second half of 1953, and U.K. export trade 
was much better balanced though its value was lower than 
in the boom quarter in early 1952. However, some 
deterioration in the terms of trade could be expected; 
higher production and a rising standard of living require 
more imports and, from the April import price index, 
it appears that more will have to be paid for them. 

Sources: The Times and The Financial Times, London, 

England, May 29, 1954. 


U.K. Exchange Control Regulations 

The Bank of England has relaxed appreciably the 
exchange control regulations covering blocked sterling 
and dealings in foreign currency securities. The object 
of the change is to bring the control of security dealings 
and the treatment of blocked sterling into line with the 
relaxations in the use of current sterling made when 
nonresident sterling of nearly all types became inter- 
changeable (see this News Survey, Vol. VI, p. 295). 
Restriction of transfer continues for only those securities 
on which capital, dividends, or interest are payable in 
U.S. or Canadian dollars or in respect of which the 
holder has an option to acquire payment in these cur- 
rencies. Securities payable in Belgian francs, dealings 
in which were formerly restricted in the same way as 
dollar securities, may now be purchased by residents 
of the sterling area outside the United Kingdom, or by 
nonresidents, and paid for out of the appropriate sterling 
account. 

With two exceptions, transfers of blocked sterling 
between nonresidents may now be made by authorized 
banks without formality: No transfer may be made (1) to 
a resident of the American Account Area or of Canada 
from a resident outside these countries, or (2) to a resi- 
dent of the Uniscan countries, i.e., Denmark, the Faroe 
Islands, Greenland, Norway, and Sweden. 


Source: The Economist, London, England, June 5, 1954. 


U.K.-German Agreement on Export Incentives 

A joint statement by the U.K. and German Govern- 
ments announces a decision by Germany not to seek 
renewal of the law giving incentives to exports by means 
of tax adjustments. Under the U.K. law, which expires 
at the end of 1955, profits made on 3.5 per cent of 
export turnover are deductible from gross profits subject 
to tax, and tax payments on a further 3.5 per cent may 
be deferred for up to 10 years. The rebate of turnover 
tax, however, will be continued, the British view being 
that this is merely the repayment on exported goods of 
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a tax supposed to be paid only on internal transactions. 
The statement recalls the conversations in Bonn on 
May 7 and 8 between the U.K. Chancellor of the Ex- 
chequer and German Ministers, and states that, as a 
general policy of both Governments, “international trade 
competition should follow natural lines and develop free- 
ly.” The German Government accepts the facts that the 
United Kingdom neither subsidizes coal and steel exports, 
nor subsidizes, by pricing policy, export industries using 
coal and steel. The statement acknowledges the element 
of artificiality introduced into the pattern of production 
and of distribution of domestic goods and exports by the 
allocation of scarce materials at controlled prices. The 
U.K. Government declares its intention of not restoring 
such a system of government control, since this would be 
contrary to its avowed economic policy of restoring 
freedom of markets. The U.K. Government does not op- 
erate any form of open or concealed subsidies to export- 
ers, and seeks the cooperation of other governments in 
working toward their abolition. 
Source: The Financial Times, London, England, June 4, 


1954. 


Unification of Benelux Dollar Imports 


Effective May 31, the Netherlands extended the liberal- 
ization of imports from.the dollar area. Thus, with only 
a few exceptions, Netherlands imports from both the 
dollar area and the OEEC countries are now liberalized. 
In accordance with Benelux agreements, the Netherlands 
and the Belgium-Luxembourg Economic Union now apply 
common liberalization lists to the OEEC countries and to 
the dollar area. Goods imported from the dollar area 
which are included in the common liberalization list are 
freely negotiable between the three Benelux countries, 
but re-exportation of such goods in unfinished or un- 
processed form to third countries is prohibited. 

The Benelux countries have agreed that dollar goods 
to which free circulation within Benelux is granted must 
originate in the dollar area, and payment must have been 
made to a resident of the dollar area in U.S. dollars, 
Canadian dollars, Netherland guilders, Belgian francs, or 
Luxembourg francs. These products can be negotiated 
within Benelux against payment in Netherlands guilders, 
Belgian francs, or Luxembourg francs. This will be the 
case when the goods are bought by one partner country 
and re-exported to the other Benelux country, or when 
the goods form part of either a physical or a financial 
transit transaction between the partner countries. When 
a Benelux country imports dollar goods through the 
intermediary of the other Benelux country, payment will 
be effected through the bilateral payments account. 

Belgian press reports have stated that, for most prod- 
ucts that do not appear on the liberalization list for 
dollar imports, licenses will be issued liberally by the 
BLEU’s exchange authorities. Netherlands press reports 
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have indicated that a wider scope than hitherto will be 

afforded for the import of nonliberalized products. 

Sources: De Maasbode, Rotterdam, Netherlands, May 13, 
1954; Kredietbank, Weekly Bulletin, May 23, 
1954, Agence Economique et Financiére, May 28, 
1954, and Office Belge du Commerce, Exté- 
rieur, Information Belge, June 3, 1954, Brus- 
sels, Belgium. 


Repayments of Loans Between Belgium and the Netherlands 

On May 28, the Belgian Government repaid half of the 
50 million guilders (US$13.2 million) of short-term 
Treasury certificates placed with banks in the Netherlands 
in June 1953 (see this News Survey, Vol. V, p. 399). 
The second half will be amortized on June 11. 

Moreover, on June 1, the Netherlands Government paid 
to Belgium approximately Bfr 660 million (US$13.2 mil- 
lion), which represents the balance of the long-term 
loan granted by the Belgian Government to the Nether- 
lands in connection with the 1949-50 Intra-European 
Payments Scheme (see this News Survey, Vol. VI, pp. 76 
and 232). 

Source: La Libre Belgique, Brussels, Belgium, June 3, 
1954. 


Relaxation of Belgian-Luxembourg Travelers’ Allowances 

The limit on the amount of both domestic and foreign 
banknotes that may be taken out by travelers leaving 
Belgium and Luxembourg has been raised, as of June 1, 
from Bfr 25,000 (US$500) to Bfr 50,000 (US$1,000). 
Until that date, foreigners in Belgium and Luxembourg 
had needed Belgian banknotes to purchase foreign cur- 
rency; now, however, they may utilize their deposits in 
foreign currencies with banks in the Belgium-Luxembourg 
Economic Union to an amount of Bfr 5,000 per day, or, 
if their account is in dollars, to an unlimited amount. 
Travelers’ checks in dollars can be exchanged freely for 
Belgian notes; for other checks the limit will be Bfr 5,000 
per day. 
Source: The Times, London, England, May 25, 1954. 


Relaxation of Netherlands Travelers’ Allowances 

Regulations issued recently in the Netherlands permit 
nonresidents to export 1,000 guilders (US$263) in Neth- 
erlands currency, compared with 100 guilders permitted 
previously. Residents may now take out 200 guilders 
($53), whereas the previous limit was 100 guilders. 
Source: The Journal of Commerce, New York, N. Y., 

June 4, 1954. 


Swiss Guarantees Against Export Risks 

In 1953 the Swiss Confederation approved 1,713 appli- 
cations for guarantee against export risks, covering 
exports to practically every country in the world. The 
total amount actually guaranteed was Sw fr 283 million, 
and the fees collected by the Confederation amounted to 
Sw fr 786,000. The Confederation paid out Sw fr 1.8 mil- 
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lion to cover losses suffered by exporters, and received 
repayments of Sw fr 1.3 million on account of claims paid 
out in previous years. The net deficit since the guarantee 
scheme was introduced is Sw fr 4.5 million, or 0.82 per 
cent of the transactions settled in normal fashion. Against 
this loss there is a reserve fund amounting to Sw fr 5 mil- 
lion. 

Source: Swiss Bank Corporation, Bulletin, Basle, Switzer- 


land, April 1954. 
Denmark's Foreign Exchange Position 


Denmark’s net foreign exchange holdings declined each 
month from September 1953 to May 1954, and at the 
end of May they amounted to only DKr 142 million, 
compared with DKr 390 million at the end of September 
1953. Although holdings of U.S. dollars increased con- 
tinuously, Denmark’s deficit vis-a-vis EPU increased, and 
reserves of currencies of other countries declined. Hold- 
ings of U.S. dollars at the end of April amounted to 
DKr 821 million. The Government has raised slightly 
the interest rate on government bonds, has cut down pub- 
lic investments, and has announced that it may be neces- 
sary to adjust certain customs duties. The Prime Minister 
has declared that the Government’s policy is to keep the 
domestic and external accounts in balance without resort- 
ing to new restrictions. 


Source: Politiken (Weekly Overseas Edition), Copen- 
hagen, Denmark, May 30-June 5, 1954. 


Economic Developments in Sweden 


The Swedish Institute of Economic Research, in its 
spring report, writes that, if there are no more tangible 
changes for the worse in international economic trends, 
demand is likely to increase in Sweden during the next 
six months, mainly as a consequence of higher investments 
in industry and business, reduced consumption of stocks, 
and a continued high level of public investments. 

The volume of exports in 1954 is expected to be the 
same as in 1953. The prospects for forest products are 
relatively satisfactory, and an improvement has been 
noted for the engineering industry and for exports to 
the U.S.S.R. and Brazil, where payments difficulties ham- 
pered sales last year. The iron and steel industry, on 
the other hand, is encountering obstacles following the 
keen international competition in this field. On the 
import side, a slight increase in volume is expected. 
There will probably be a minor deterioration in the 
country’s terms of trade. 

In a survey of economic developments during the past 
few years, the Institute reports that Sweden’s gross na- 
tional product increased by an average of 3.2 per cent 
annually during the period 1946-53. Public expenditure 
for consumption and gross investment, at fixed prices, 
rose by 8 per cent per year during the same period, while 
the corresponding figure for private expenditure was 


2 per cent. Private consumption per capita, in terms of 
volume, was 9 per cent higher in 1953 than in 1946. 
During the postwar period as a whole, private gross sav- 
ing as a percentage of the gross national product has 
been practically the same as in 1938-39, while public 
gross saving has risen considerably. 
Source: Konjunkturinstitutet, Konjunkturlaget Vdren 
1954 (Meddelanden, Serie A:25), Stockholm, 
Sweden. 


Reduction of Spain's Bank Rate 

The Bank of Spain reduced the bank rate on May 18 
from 4 per cent to 34% per cent. This was the first reduc- 
tion since 1949 and marks the beginning of a policy 
intended to stimulate investment. The Government’s 
desire to borrow funds at a rate lower than that hitherto 
available is also said to have motivated the reduction. 
Source: Spanish Economic News Service, Madrid, Spain, 


May 25, 1954. 
Long-Term Inferest Rates in Germany 


Some of the requirements for reducing long-term in- 
terest rates in Germany have been met in recent weeks, 
and there has been a certain consolidation in the market. 
The banks have been able to postpone the issue of new 
public loans, e.g., of the two Lander, Lower Saxony and 
Baden-Wiirttemberg, as well as of several municipal loans. 
In the meantime, the excess supply of old bonds has been 
largely absorbed. Despite a substantial increase in money 
in circulation, resulting from the balance of payments 
surplus, there has been some scarcity of money, owing to 
hoarding by public authorities; this scarcity has now been 
overcome, and the liquidity noted recently can be ex- 
pected to continue, since the payments surplus will prob- 
ably continue and there will be a decrease in public 
deposits. 

The recent lowering of the discount rate (see this News 
Survey, Vol. VI, p. 368) is not likely to have a pro- 
nounced effect toward lowering long-term interest rates, 
which would be possible only if the agreed current short- 
term rates were again lowered. This is not probable, 
however, since current rates on savings deposits would 
have to be lowered also, and the savings banks are 
strongly opposed to such a move. Moreover, the spread 
between short-term and long-term interest rates was 
already so wide that a further reduction of the discount 
rate would not have been necessary to bring about a 
reduction of the long-term rates. 

It is significant that the first step toward reducing 
long-term interest rates is in respect of real estate and 
municipal bonds. The lowering of long-term rates is 


likely to come about through a progressive raising of the 
issue prices of municipal bonds and mortgage debentures 
in accordance with the improved market position. The 
Deutsche Centralbodenkredit-AG has already raised, from 
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93 per cent to 9314 per cent, the issue price for its 5 per 
cent bonds. If the present tendency persists, the 544 per 
cent tax-exempt municipal bonds and the 744 per cent 
mortgage debentures, which are subject to the coupon 
tax, will disappear and the rate of issue of the 5 per cent 
bonds will progressively approach parity; there may 
even be a chance of selling 444 per cent mortgage deben- 
tures with a somewhat greater disagio. But the tendency 
to lower interest rates might also be expressed by borrow- 
ing for shorter periods. 

Source: Handelsblatt, Diisseldorf, Germany, May 24, 

1954. 


German Banks fo Grant 180 Days Documentary Credits 

The Bank deutscher Lander has authorized the German 
Foreign Trade Banks to grant documentary (acceptance) 
credits in deutsche marks to foreign banks for a period 
of up to 180 days. Previously, German banks could ex- 
tend these credits for a maximum period of only 90 days. 
Bills of exchange arising out of such transactions can be 
discounted by the Land Central Banks for a period of 
90 days. The new measure is a further step by Germany 
toward the liberalization of international trade and 
payments. 

Since acceptance credits are usually taken up in a 
foreign currency only if there is an advantage from the 
point of view of the cost of interest, DM acceptance 
credits have been taken up by those countries where bank 
credit is scarce and expensive. The recent lowering of the 
German discount rate from 31% to 3 per cent will favor 
such transactions. When account is taken of the cost of 
discounting the bills of exchange and the commissions 
charged by the banks, a DM documentary credit of 90 
days would increase the cost of imports for the foreign 
importer by some 6 per cent, which is less than the cost of 
bank credit in a few other countries. In several countries 
that are important trade partners of Germany, however, 
the level of interest rates is substantially lower than in 
Germany; and for these countries, the new German 
measure will have little practical significance. 

Sources: Handelsblatt, Diisseldorf, Germany, May 31, 
1954; Frankfurter Allgemeine Zeitung, Frank- 
furt am Main, Germany, June 1, 1954. 


Reduction of Austrian Discount Rate 
The discount rate of the Austrian National Bank was 
reduced on June 3 from 4 per cent to 34% per cent. The 
4 per cent rate had been in effect since Sepiember 24, 
1953. 
Source: Osterreichische Nationalbank, Circular No. 419, 
Vienna, Austria, June 3, 1954. 


Middle East 


U.K. Trade Mission to Middle East 
The U.K. Trade Mission which visited the Middle East 
at the end of 1953 (see this News Survey, Vol. VI, p. 176) 
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stated in its report, published on May 26, that the general 
economic background of the oil producing countries— 
Iraq, Kuwait, and Saudi Arabia—is favorable for all 
exporters. Revenue from oil brings these countries £50-60 
million a year, and each country has development plans 
of varying dimensions and objectives. The speed and 
efficiency with which these countries will be able to exe- 
cute their development plans depends on their success 
in solving their administrative problems. The Mission 
believes that the United Kingdom could help by selecting 
men of the highest technical and personal qualifications 
to advise these Governments when invited to do so, and 
by giving every assistance to further the technical educa- 
tion of the nationals of these countries. It also recom- 
mends the setting up of a Standing Committee in London 
to coordinate governmental and industrial action in the 
selection of experts for service with Middle Eastern 
Governments. 

The Mission found conditions in Lebanon and Syria 
favorable. British exports to the five countries combined 
rose from about £3 million in 1938 to an annual rate of 
£71 million in 1953. However, U.K. exporters have 
recently shown evidence of failure to maintain themselves 
against increasing competition, mainly from the Con- 
tinental European countries and the United States, and 
great efforts will be needed even to hold the U.K. share 
of these markets. One reason for this loss of business 
is said to be noncompetitive prices. Another is the 
structure of U.K. taxation, which is said to provide a 
strong disincentive to the taking of risks in these markets 
by exporters of all kinds. An additional reason is the 
increasing extension of credit terms and periods by Con- 
tinental competitors. However, this statement is put for- 
ward with some reserve, since the Mission found it diffi- 
cult to prove the facts in specific cases. Little prima facie 
evidence was found to indicate that the facilities of the 
Export Credits Guarantee Department were less good than 
those offered to German exporters. Evidence of the use 
of export incentives was apparently meager, and the 
Mission endorsed the present U.K. policy of restricting 
export incentives by international action. 

Sources: The Times and The Financial Times, London, 
England, May 27, 1954. 
Tobacco in Egypt 


The Egyptian Council for the Promotion of National 
Production has recommended to the Council of Ministers 
that the cultivation of tobacco be allowed in Egypt. Thus 
the ban imposed against its cultivation under an 1890 
law would be lifted. A company has applied for permis- 
sion to grow tobacco on 2,000 feddans of newly reclaimed 
land in the Noubaria district; if the experiment proves 
successful, this would be increased gradually to 12,000 
feddans (1 feddan = 1.038 acres). After testing samples 
of locally grown tobacco, the Ministry of Agriculture 
granted the permission that had been requested. Land 
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taxes may be levied on these plantations to equal the 
revenue realized from customs duties on similar amounts 
of imported tobacco. 

Tobacco imports in 1953 totaled 24.2 million pounds, 
which was 8 per cent less than in 1952. These imports 
have been declining since 1949 because higher rates of 
duty resulted in higher consumer prices and reduced 
consumption. 

In 1953 the United States supplied 21 per cent of 
Egypt’s total tobacco requirements, and ranked second 
to Turkey as a source of supply, despite the fact that 
the Egyptian Government did not allocate dollars at the 
official exchange rate for the purchase of U.S. tobacco. 
Importers had to secure the necessary dollars under the 
“import entitlement account” system and pay the prevail- 
ing premium, which averaged about 10 per cent during 
1953. 

Imports of cigarettes also declined in 1953, to 333,000 
pounds from 407,000 pounds in 1952. The United States 
furnished 201,000 pounds in 1953 (60 per cent); most 
of the remainder came from the United Kingdom. The 
steady decline in imports of cigarettes also was due to 
progressive increases in import duties, the latest of which 
took place in February 1954 (see this News Survey, 
Vol. VI, p. 298). The new rate became the equivalent 
of US$6.63 per pound, compared with the previous rate 
of US$5.63 per pound. Imports of other tobacco products 
are insignificant. 

Sources: Department of Agriculture, Foreign Agriculture 
Circular, Washington, D. C., April 9, 1954; Al 
Ahram, Cairo, Egypt, April 14 and 22, 1954. 


Israel's National Income 

Israel’s Minister of Finance stated in Parliament that 
the national income in 1953 was [£1,050 million, an in- 
crease of 13 per cent over the preceding year. Total in- 
vestments during 1953 were I£286 million, or 26.5 per 
cent of the national income. 
Source: Middle East Economist and Financial Service, 


Forest Hills, N. Y., May 1954. 
Gold Trade in Lebanon 


Lebanese imports of gold ingots increased to 11,273 
kilograms in the first quarter of 1954, from 2,683 kilo- 
grams in the first quarter of 1953. On the other hand, 
imports of gold coins dropped sharply, from 1,612 kilo- 
grams in the first quarter of 1953 to only 56 kilograms 
in the first quarter of this year. Valued at the official 
rate (LL 2.20 = US$1), the imports of gold ingots were 
LL 30 million (about LL 43.5 million at the free market 
rate) in the first quarter of 1954, compared with LL 9.5 
million during the same period of 1953, while imports 
of gold coins amounted to LL 190,000 in the first quarter 
of 1954, against LL 7 million during the corresponding 
quarter of last year. The real value of gold imports is 
about 45 per cent higher than the official figures, as the 
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free market dollar exchange rate, which averaged LL 3.20 
in the first quarter of 1954, is considerably lower than the 
official rate. 

The increase in gold ingot imports in 1954 has been 
due mainly to purchases by the State for note issue cover. 
Between January 1 and March 31, the value of gold at 
the free market rate in the note issue cover increased 
from LL 126 million to LL 161 million. The drop in 
imports of gold coins is attributed to the stagnant con- 
ditions of the market in general and the gold market 
in particular, and to the stoppage of all speculative activi- 
ties in the market. During the first quarter of this year, 
the price of sovereigns was quite stable (between LL 30.10 
and LL 30.70 per sovereign). 

The main suppliers of gold ingots in the first quarter 
of 1954 were the United States, 83 per cent of the total 
(compared with 36 per cent of total imports in the first 
quarter of 1953); the Netherlands, 8 per cent (47 per 
cent in 1953); and the United Kingdom, 6 per cent 
(14 per cent in 1953). Imports of gold coins this year 
were entirely from Switzerland, while only 6 per cent 
of total gold coin imports in the first quarter of 1953 
came from that country. The United Kingdom and Saudi 
Arabia supplied 51 per cent and 39 per cent, respectively, 
of imports of gold coins in the first quarter of 1953. 

The gold transit movement in Lebanon also was lower 
in the first quarter of 1954 than in the first three months 
of 1953. Total incoming and outgoing gold transit trade 
amounted to about 15 tons in each direction this year, 
compared with 29 tons in the first quarter of 1953. This 
decline is also explained by the stagnant conditions of the 
gold market and gold prices. Activities in the gold 
transit trade are now handled mainly by one or two firms 
taking care of the demand of two countries, Kuwait and 
Saudi Arabia. 

In the first quarter of 1954, the main sources of supply 
for the transit trade were the Netherlands (39 per cent 
of total), France (34 per cent), and Great Britain (14 
per cent); Switzerland supplied most of the remainder. 
The chief countries in the outgoing transit trade were 
Kuwait (72 per cent of total), and Saudi Arabia and 
Syria (each 11 per cent of total). Ninety-two per cent 
of the transit gold coins came from Switzerland in the 
first quarter of 1954. Seventy-six per cent of the transit 
gold coins went to Kuwait and 23 per cent to Saudi 
Arabia. Thus, Kuwait continues to be Lebanon’s best 
customer, absorbing about 73 per cent of total gold in 
transit. (See also this News Survey, Vol. VI, p. 78.) 
Source: Le Commerce du Levant, Beirut, Lebanon, 

May 26, 1954. 
Far East 
India’s Small Savings Program 

The Government of India has announced the issue of 
a new type of security, the 15-year annuity certificate, as 
part of its small savings program. The new certificate, 
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which will be on sale from July 1, is intended to meet 
the needs of those who wish to provide for themselves 
or their dependents a regular monthly payment from a 
lump-sum investment. Thus, an initial investment of 
Rs 3,500 ($735) in these certificates will yield a monthly 
return of Rs 25 ($5.25) for a period of 15 years, and a 
total return of Rs 4,500 ($945), which is equivalent to an 
annual return of about 3.54 per cent. The monthly pay- 
ment is exempt from Indian income tax and super-tax. 
The maximum amount that can be invested in the new 
certificate is Rs 28,000 ($5,880) for an individual, and 
Rs 56,000 ($11,760) for a joint account. 

Sources: The Times of India, Bombay, India, June 1 

and 2, 1954. 


Japan's Foreign Exchange Receipts and Payments 

Japan’s international transactions on current account 
in the fiscal year ended March 31, 1954 resulted in net 
payments of $313 million, against net receipts of $94 
million in the previous fiscal year. More than half of 
the total deficit ($161.8 million) during the fiscal year 
1953-54 occurred during the first quarter of 1954. The 
deficit on merchandise trade account totaled $998 million, 
about 70 per cent of which was with the dollar area and 
24 per cent with the sterling area. Special dollar receipts 
from UN procurements and expenditures of military per- 
sonnel resulted in net receipts of $685 million on in- 
visibles, but this was insufficient to offset entirely the 
import surplus. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., May 24, 1954. 
Suspension of Japan's Raw Silk Exports Under the Link Plan 


The Japanese Government announced on May 21 the 
suspension of its plan for linking raw silk exports with 
sugar imports, since the silk export target of 18,000 
bales for the April-June period had been achieved much 
earlier than expected. It is reported that the opinion of 
the Ministry of Agriculture and Forestry is that the link 
plan or any other measure to promote raw silk exports 
will not necessarily be employed after July, since the 
present export price of ¥ 225,000 (US$625) per bale of 
raw silk is much lower than the ¥ 270,000 ($750) per 
bale that was generally quoted when the link plan was 
first adopted. 

The Ministry of Agriculture and Forestry has also an- 
nounced that the actual shipment of raw silk for export 
in the January-March period this year totaled 15,072 
bales, against 13,836 bales during the same period in 
1953. The main customer countries were the United 
States (7,334 bales), France (1,385 bales), Brazil (1,380 
bales), the United Kingdom (1,062 bales), and the Neth- 
erlands (1,037 bales). 

Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, May 29, 1954. 


Extension of Philippine 17 Per Cent Exchange Tax 

A bill has been passed by both Houses of the Philippine 
Congress extending until June 30, 1955, the exchange tax 
(special excise tax) of 17 per cent on sales of foreign 
exchange, which was due to expire on June 30, 1954. 
This tax first became effective as of March 28, 1951, to be 
maintained for two years. Subsequently it was extended 
to June 30, 1953 and later to June 30, 1954 (see this 
News Survey, Vol VI, p. 6). 
Sources: Philippine Association, Philippine Newsletter, 

New York, N. Y., May 25 and June 1, 1954. 


United States 
U.S. Wheat Stocks 

Wheat stocks in the United States are expected to 
amount to a record 875 million bushels on July 1, which 
would compare with the previous record of 631 million 
bushels on July 1, 1942. The carry-over will be sufficient 
to meet a year’s requirements for both domestic use and 
export. Annual domestic consumption amounts to about 
675 million bushels, and it is doubted that exports in the 
coming crop year will equal present estimates of 200 mil- 
lion bushels. World wheat production is high, and the 
United States has been affected more than any other 
country by declines in exports. Italy, Sweden, and India 
have intimated their inability to take up their quotas 
under the International Wheat Agreement; their own 
wheat production has risen sharply and stocks are sufh- 
cient. Other countries, including Austria, Denmark, and 
Western Germany, either have not purchased any wheat 
under the Agreement or have purchased only fractions 
of their quotas. 

It is reported that the U.S. Department of Agriculture 
is instructing its delegation to the International Wheat 
Conference, to be held this week in London, to ask the 
importing countries, despite the excess world stocks of 
wheat, to honor their commitments at the minimum price 
stated in the Wheat Agreement. Under the Agreement, 
the principal producing countries have export quotas and 
maximum and minimum prices at which their wheat may 
be exported. Likewise, the importing countries have im- 
port quotas, with the same maximum and minimum 
prices. While wheat was in short supply, the Agreement 
guaranteed each importing country access to a stated 
amount of wheat at a previously agreed maximum price. 
With wheat in surplus supply, it is believed that the 
exporting countries now should receive benefits under the 
Agreement. Thus far in the current Agreement year, 
which ends next July 31, the United States has sold only 
half of its export quota. 

Sources: The Wall Street Journal and The Journal of 
Commerce, New York, N. Y., June 7, 1954. 


U.S. Plant and Equipment Expenditures 
According to a government survey conducted early in 
May, U.S. businessmen plan to reduce their capital out- 
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lays slightly in the third quarter of this year. Spending 
for plant and equipment is scheduled at $6,686 million 
for the quarter, a five per cent decline from the second 
quarter. While outlays normally decline in the third quar- 
ter, the fall expected this year is slightly larger than 
usual. Investment in manufacturing facilities, particu- 
larly the durable goods sector, accounts for most of the 
third quarter decline. 

Capital outlays in each of the first three quarters of 
this year are expected to fall below comparable 1953 
levels. In the first quarter, they were only $99 million 
smaller, but the gap is expected to widen to $225 million 
in the second quarter and to $412 million in the third. 
Despite these declines, the annual rate of the first three 
quarters of 1954, at $27.1 billion, is less than 5 per cent 
below the record 1953 outlay of $28.4 billion. 

Source: The Journal of Commerce, New York, N. Y., 
June 8, 1954. 


U.S. Unemployment 


Unemployment in the United States declined from 
3,465,000 persons in April to 3,305,000 in May. Accord- 
ing to a report by the U.S. Departments of Commerce and 
Labor, the decline fell short of seasonal expectations. 
Increased employment in farming, construction, and 
transportation more than offset a rise in unemployment in 
manufacturing industries, where the largest declines 
were in the metals, transportation equipment, and machin- 
ery industries. 

Total employment rose by 521,000 persons, to 
61,119,000 in May. Factory employment was 1,480,000 
persons less than a year earlier. However, the rate of 
decline in employment in the durable goods industries 
slackened appreciably during the month. 

Source: The Journal of Commerce, New York, N. Y., 
June 8, 1954. 


Latin America 
Foreign Trade Bank Law in Cuba 


A law recently enacted in Cuba provides for a new 
credit institution, the Banco Cubano del Comercio Ex- 
terior, whose purpose will be to provide the means for 
developing and maintaining Cuban foreign trade. Its 
capital will be 3.5 million pesos in shares owned by the 
Government. This capital can be increased up to 6 million 
pesos through the issue of new shares, which can be 
bought by commercial banks, businessmen, or industrial 
enterprises engaged in foreign trade activities in Cuba. 

The principal functions of the Bank will be to finance 
export and import operations; to obtain credits from 
other banks or entities, the public, or the National Bank 
for these same purposes; to obtain discounts, rediscounts, 
and advance payments with guarantee from the National 
Bank; to invest, either in or outside Cuba, in foreign 


trade, manufacture, transport, storage, or other enter- 
prises dealing with Cuban products; to issue and nego- 
tiate all kinds of securities related to such enterprises; 
to cooperate with the national, state, and municipal gov- 
ernments in the importation of agricultural and industrial 
equipment and merchandise; to make, on request, ad- 
vance payments, loans, purchases, or sales related to 
agricultural and industrial products dealing with foreign 
trade. 

The securities issued by the Bank will be free from 
any taxation. This tax exemption, including exemption 
from the money export tax, will also apply to foreign 
capital invested in these notes. 

Twenty-five per cent of the annual profits of the Bank 
will be applied to increasing its reserves. The other 75 
per cent will be distributed in the first instance to share- 
holders, the amount not to exceed 10 per cent of the 
nominal value of their shares; any balance will be used 
to aid nonprofit research and public works institutions. 
Source: Diario de la Marina, Havana, Cuba, May 26, 

1954. 


Contract Between Costa Rica and United Fruit Company 

The Government of Costa Rica and the United Fruit 
Company have signed a new contract under which the 
Company has agreed to increase its income tax payments 
from the present 15 per cent of its net profits to a maxi- 
mum of 30 per cent. The Company has also waived its 
exemptions from duties on imported agricultural items, 
and has agreed to pay the difference between the official 
market selling rate and the free market buying rate. The 
new contract also provides for an increase in wages and 
the transfer to the Government without cost of all public 


schools and hospitals that the Company now maintains. 
Source: The Wall Street Journal, New York, N. Y., 
June 7, 1954. 


Corrigendum 

Vol. VI, No. 47, June 4, 1954, p. 380, item “Ecuadoran 
Exchange Surrender Requirements,” lines 2-3: “400,000 
tons of rice” should read “400,000 quintals of rice.” 
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